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EXECUTIVE SUMMARY

PA 304 of 1982 established a separate proceeding that allows energy utilities to more quickly
recover costs for power supply and purchased gas than they otherwise could in a full rate case. To assure
that customers who pay these costs would be represented in these utility cost recovery proceedings, the Act
also established the Utility Consumer Representation Fund (UCRF). Utilities that use cost recovery
proceedings are required to charge customers in their rates for UCRF funds and, in turn, remit those funds
to the State of Michigan. UCRF funds are then distributed to the Department of Attorney General and the
Utility Consumer Participation Board (UCPB). The UCPB grants UCRF funds to qualified Michigan non-
profit organizations and local units of government to represent the interests of customers in energy costs
proceedings before the Michigan Public Service Commission.

In 2010, the state’s six largest investor-owned utilities that use cost recovery proceedings collected
and remitted $1,103,851 to the Utility Consumer Representation Fund. Ninety-five percent of the revenue
is split between the Attorney General ($524,329) and the UCPB for grants ($524,329). The remaining 5%
($55,193) is allocated for administrative costs. In 2010, The Utility Consumer Participation Board
(UCPB) requested an authorization of $950,000 for grants using current and accrued funds. Of that
amount, $902,500 is available for grants and $47,500 is allocated for administrative costs.

In 2010, new grants in the total amount of $886,424 were awarded to the Ratepayer Consortium
(RRC), Michigan Environmental Council (MEC), Citizens Against Rate Excess (CARE), and the
Michigan Community Action Association (MCAAA). The membership and scope of these organizations is
geographically and demographically diverse.

In addition to new cases, work approved under grants in prior years continued as court and
commission decisions were still pending in some cases. The cases selected for UCRF funding represent
approximately 3 million residential natural gas customers and 3.5 million residential electric customers in
the State of Michigan.

In 2010, UCRF funds helped Michigan citizen advocates secure significant benefits for customers
that pay gas cost and power supply costs as part of their utility rates. Among the savings directly
attributable to UCRF participants were $86 million in refunds, rate base reductions of $44 million, utility
cost reductions and disallowances of $19 million, and adjustments of $2 million. UCRF funded
participants supported nearly $10 million in additional adjustments, disallowances, and cost reductions
presented by the Michigan Public Service Commission staff, Attorney General and other parties.
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1. INTRODUCTION

Public Act 304 of 1982, as amended (Act 304) provides for the establishment and implementation of gas
and power supply cost recovery clauses in the rates and rate schedules of public utilities. The Utility
Consumer Participation Board (UCPB) and the Utility Consumer Representation Fund (UCRF) were
further created by the Act to achieve equitable representation of interests of energy utility customers in
energy cost recovery proceedings. The purpose of the UCPB is to make grants from the Act 304 Utility
Consumer Representation Fund (UCRF) to qualified nonprofit organizations and local units of government
to represent the interests of residential utility customers in energy cost recovery and reconciliation
proceedings before the Michigan Public Service Commission.

This annual report to the Legislature, which is required under section 6m(22) of the Act, covers the
activities of the Utility Consumer Participation Board for the 2010 calendar year.

From January 1, 2010-December 31, 2010, The Utility Consumer Participation Board awarded $886,424
in UCRF grants to consortia of several non-profit, consumer groups. The board also continued to monitor
grant work previously authorized. Grant recipients in 2010 included the Residential Ratepayer Consortium
(RRC), Michigan Environmental Council (MEC), Citizens Against Rate Excess (CARE), and the
Michigan Community Action Agency Association (MCAAA). Combined, the grantees represent state-
wide, nonprofit groups with over 400 member agencies and tens of thousands of individual members
focused on issues related to energy costs, consumer protection, environmental, public health, and
community action. The actions of these grantees influence utility costs for 3 million residential natural gas
customers and 3.5 million residential electric customers in the State of Michigan.

In 2010, UCRF grant recipients participated in over 50 proceedings on behalf of residential customers of
the State of Michigan. UCRF funds helped Michigan citizen advocates secure significant benefits for
customers that pay gas cost and power supply costs as part of their utility rates. Among the savings
directly attributable to UCRF participants were $86 million in refunds, rate base reductions of $44 million,
utility cost reductions and disallowances of $19 million, and adjustments of $2 million. UCRF funded
participants supported nearly $10 million in additional adjustments, disallowances, and cost reductions
presented by the Michigan Public Service Commission staff, Attorney General and other parties. Other
results, such as programmatic changes were also achieved. The board actively monitors participant activity
and results.

In addition to UCREF intevenor grant awards, The Attorney General’s Office receives UCRF funding for
intervention on behalf of the utility ratepayers of Michigan. Coordination between the Attorney General,
MPSC staff and other participants in UCRF funded cases is monitored by the board. Practices including
advance review of grant applications, grant amendments, and regular reporting on case status and
interventions, adopted by the UCPB continue to improve coordination of the grantees efforts with the
Attorney General. This provides efficient use of resources while achieving coverage of a wide range of
complex and highly specialized issues involved in major cases without duplication of effort. The Attorney
General’s office is also consulted in its role as legal counsel to the board. Expenditures and results of the
Attorney General’s intervention are provided in a separate annual report submitted by their office to the
Legislature.
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2. UCPB MAJOR RESPONSIBILITES

MCL 460.61 provides for the creation of a Utility Consumer Participation Board, defines its membership,
and prescribes its duties. MCL 460.6m creates the Utility Consumer Representation Fund, establishes
provisions for its generation, distribution and use, limits the beginning dates of cost recovery proceedings,
and places reporting requirements on both fund recipients and the Board.

The duties and responsibilities of the Act under these two sections were discharged as described in sections
2.1 and 2.2.

2.1 UCPB Board Activities 2010

The Board maintained a bimonthly meeting schedule in 2010. Regular or special meetings were held with
a quorum present on February 1, April 12, June 6, August 25, October 4, and December 6. All meetings
were posted and held in compliance with the Open Meetings Act. Members of the public were present at
all meetings and given opportunity for public comment. Eleven budget amendments were approved at
meetings held on 4/12, 6/7, 8/25, and 12/6. The 2010 UCRF Grant Announcement and Application were
distributed in May 2010. The 2009 Annual Report was approved on 6/7/2010. An annual administrative
support contract for the assistant to the UCPB in the total amount of $22,975 was approved on 8/25/2010.
Four UCREF grants (AY 11 authorization) were approved on 8/25/2010. The 2011 regular meeting
schedule was approved on 12/6/2010. A vacancy on the board since 1/1/2009 was filled with new
member Conan Smith in October 2010. Transcripts are available for all meetings and the minutes are
available on the web site www.michigan.gov/lara under “Agencies”, “Utility Consumer Participation
Board.”

2.2 UCRF Grants Awarded in 2010

Grant ID Authorization | DESC Amt Awarded
Year (with any
amendments as
0f 12/31/2010)
RRC UCRF 11-01 | 2011 Intervention in GCR Plan and Reconciliation cases for $191,247

Consumers Energy, MichCon, SEMCo, and MGU and
monitoring of GCR Dockets of other Michigan gas
companies. Areas of focus include reforming the fixed
price purchasing guidelines for all Michigan gas companies
in GCR Plan and reconciliation cases to adjust to the
changing market conditions resulting from the state of the
economy, competitive suppliers, and reduced demand for
natural gas; advocacy on safeguards for GCR customers
arising from the need for the utilities to serve as the supplier
of last resort (e.g., balancing charge, capacity charge) as a
result of the migration of customers from the utility system
to alternative gas suppliers creates; and changes to utilities’
gas supply planning to accommodate lower requirements on
the system.
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CARE UCRF 11-
02

2011

Intervention in PSCR/PSCR-R proceedings for six small-
medium sized utilities throughout the State. Participation in
federal proceedings that impact Act 304 costs to Michigan
utility customers.

$209,257

MCAAA UCRF
11-03

2011

Proposal includes participation in GCR Plan/GCR Recon
cases for MichCon and CECO, PSCR Plan/PSCR Recon for
DECO and CECO. Focus is on specialized issues grantee
has pursued over time including SNF and collection of fees
for SNF disposal, trust remedy for CECO, DOE liability.
Also gas purchasing plans, financing costs in GCR/PSCR
rates, NYMEX contingency mechanism, LIFO accounting,
‘latent windfall,” mitigation of costs during gas price spikes.
The workplan also proposes greater scrutiny of affiliate
transactions and their affect on gas and electric costs under
Act 304.

$243,723

MEC UCREF 11-04

2011

Intervention in CECo / DECo PSCR plan and
reconciliation cases, RE Plan Recon case, RE/EO
Biennial Plan Review, EO Plan Amendment case with
focus on reduction of costs of supplying both
conventional and renewable forms of energy, and to
issues where the interests of ratepayers and the
environment are aligned.

$242,197

TOTAL AWARDED

$886,424

2.3 Resource Availability

The total UCRF funding requested by applicants in the initial AY 11 grant cycle was: $ 1,251,895. The
UCREF authorization available for grants was $902,500. The potential funding deficiency based on the
proposals submitted was $349,395. The total amount initially granted by the board was $812,088. On
12/6/2010 the board awarded additional funds through grant amendments to MEC in the amount of
$30,300 and MCAAA in the amount of $44,036. The total amount granted at calendar year-end was

$886,424.

In addition to intervenor funds, the board approved a contract for administrative support in the total
amount of $22,975 for the term October 1, 2010-September 30, 2011.

2.4 Resource Efficiency and Non-Duplication Due Diligence
The UCRF grant application requires each applicant to provide a work plan specifying, among other
things, the cases they intend to intervene in, the issues and strategies they intend to pursue and potential
benefits to consumers. The UCRF board assistant and attorney general staff review the proposals in
advance and provide comments to the board. Any potential duplication among grantees or with the
attorney general are presented to the applicants so that workplans or requests can be modified. These
changes are discussed at the board review meeting. Bi-monthly case status reports are required from
grantees and testimony reviewed in order to prevent or address any potential duplication of effort. The
board does not discourage coordination of effort where it serves the interest of consumers.




Utility Consumer Representation Fund Annual Report 2010

2.5 Administrative Efficiency

The Board achieves administrative efficiency in the following ways:

1. Implemented a grant review process utilizing a rating and ranking system based on statutory guidelines.
2. Utilized the revised UCRF grant application designed by DLEG Purchasing and Grant Services and the
Michigan Attorney General’s Office.

3. Requested the opinion of the Attorney General’s office during grant review regarding the legal
compliance of the individual grant applications with the governing statue or case law prior to the approval
of grants and whether there was any objection to either the approval or the submission of individual grants
to the State Administrative Board.

4. Requested the opinion of utility representatives present during grant review as to concerns or objections
regarding the legal compliance of the individual grant applications with the governing statue or case law
prior to the approval of grants and whether there was any objection to either the approval or the submission
of individual grants to the State Administrative Board.

5. Renewed contract with part-time contractor to assist the Board and coordinate efforts with other parties
of interest.

6. Followed regular bi-monthly meeting schedule.

7. Implemented bi-monthly case status reports from grantees.

8. Formalized process of written grant amendments and documented board approval prior to submission to
LARA.

9. Revised annual report.

10. Expanded information publicly available on the web site.

3. UCRF RESULTS

3.1 Cost/Benefit Analysis and Discussion

In creating cost recovery mechanisms that allowed utilities to recover energy supply costs from ratepayers
outside of a contested rate case, the Michigan Legislature assured that Michigan’s residential energy
customers would be effectively represented through the creation of the Utility Consumer Representation
Fund (UCRF). UCRF funding is collected from assessments on utilities that use the cost recovery
mechanism. This cost is paid by customers through their rates. Therefore, the revenue for the fund is
generated from ratepayers and expended to assure their representation in utility cost recovery proceedings.

The PSCR and GCR cases have a “plan” and “reconciliation” phase. The plan cases for each utility set the
framework and establish the cost of fuel recoverable from all customers. The reconciliation phase looks
back at the assumptions and performance of the utility under the plan and “corrects” or “trues-up” the plan
factors with reality. The differences are then passed through to customers through collections, credits or
refunds. UCRF grant funded parties advocate for the interests of residential customers in this process.

There are many factors that impact assessment of effectiveness of UCRF funded intervention on behalf of
residential customers including: 1) certain cases and proceedings span more than one grant year, 2)
proceedings, through the appeal process, may remain pending for several years, 3) impact of a decision in
one year often continues to benefit ratepayers in future years, 4) outcomes may result from multiple parties
interventions and may be reported (in whole or part) by each party, 5) lack of a standardized reporting
approach and validation method, and 6) indirect benefits not reflected in direct cost reductions.
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UCRF funded intervention in cases decided in 2010 calendar year again yielded substantial benefits for
residential utility customers. Consumer advocates using UCRF grant funds were responsible for and/or
contributed substantially to the following positive outcomes for GCR and PSCR ratepayers:

L.

2.

10.

11.

12.

13.

14.

15.

16.

17.

18.
19.

RRC arguments helped secure an increase in SEMCo’s overrecovery in the 2008-09 GCR Plan
Reconciliation Case by $84,667;

RRC audit in the MGUC 2009 GCR Reconciliation Case revealed lower gas costs for customers in
the 2008-09 Plan period due to implementation of RRC recommendations from prior UCRF
funded interventions;

RRC supported staff and AG positions resulting in $3,372,064 disallowance of TPR and E-1
discounts in the CECo 2008 PSCR Reconciliation Case;

Commission adopted RRC’s recommendation that the GCR factor be changed to reflect a $15
million reduction in projected gas costs in CECo 2009-10 GCR Plan Case;

Commission adopted RRC proposal to use an 11-year average for allocation of monthly sales
rather than the four-year average in CECo 2011 GCR Plan Case;

Adopted the RRC’s recommendation that MichCon use a 15-year rolling average to forecast the

Company’s demand requirements. Ordered that MichCon shall prospectively price its MGAT
purchases at the monthly city-gate index price.

Contributed to modifications in SEMCQO’s FPP program in 2011-12 GCR period.

Contributed to a moratorium on MGUC’s FPP program. Secured a commitment from MGUC to
evaluate and consider implementing the RRC’s proposed modifications to the company’s storage
operations and its use of its firm pipeline transportation services;

ALJ cited arguments by MEC/PIRGIM in support of a $1.6 million disallowance for E-1
discounts given by CECo;

MEC/PIRGIM supported the CECo $4,267,294 rate adjustment proposed by the Attorney General
in the 2007 CECo PSCR Reconciliation case;

MEC/PIRGIM was responsible for $86 million refund by CECo to customers of nuclear
decommissioning funds ;

MEC/PIRGIM was responsible for a deduction of $44 million DOE liability from CECo’s rate
base saving customers approximately $4 million and the removal of $519,510 interest cost from
the cost of capital,

MEC achieved partial relief on arguments that CECo was likely over-projecting energy savings in
the company’s EO Plan Amendment Case;

Based on MEC testimony, the Commission declined to require investment at this time, but stated
that it will continue taking steps to evaluate the cost-effectiveness and statutory suitability of fuel
substitution technologies;

MCAAA successfully argued against increase in the ceiling factor cap from an increase of $3.00
per MMBtu to $5.00 per MMBtu in CECo’s GCR contingency mechanism;

MCAAA successfully argued that the DOE liability should be included in CECo’s capital
structure at a cost rate of 0%;

MCAAA successfully opposed the removal of $4,075,000 associated with DOE letter of credit
fees from the CECo cost of service;

MCAAA successfully opposed CECo UETM (uncollectible expense) surcharge;

MCAAA helped to defend December 18, 2007 disallowance of $7,614,405 of expenses incurred
by MichCon for natural gas purchases during the twelve-month period ending March 31, 2006;
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20. MCAAA engaged in the establishment and defense of a trust for DOE liability funds and
supported staff positions to disallow DOE liability interest costs of $2,093,000 in its projected
O&M expenses;

21. CARE review of the Alpena 2009 PSCR Reconciliation case resulted in a $35,000 adjustment;

22. CARE review and discovery in the IM Power 2010 PSCR Plan Case resulted in $382,945 in
adjustments;

23. CARE review and discovery in the NSP 2010 PSCR Plan Case resulted in a net savings of
$581,873 for ratepayers;

24. CARE review and discovery in the UP Power Co. 2010 PSCR Plan Case resulted in an adjustment
of $691,367.

25. CARE review and discovery in the WPS Corp. 2010 PSCR Plan Case resulted in an adjustment of
$361,037.

3.2 Summary of UCRF Grant Activity and Results

The following are results in cases in which an ORDER has been issued in the period January 1, 2010-
December 31, 2010. Some of the cases in which UCRF grantees participate in 2010 will not conclude
until subsequent years. Results for those cases will be reported in future annual reports. Results are
reported based on an independent review of the record by UCPB staff as well as reporting by the grantee.
Complete dockets related to the cases are available through the Michigan Public Service Commission’s
Electronic Docket Filing System (EDocket) at www.michigan.gov/mpsc. Results for individual cases may
be verified by reviewing the case docket. MPSC case numbers have been included for purposes of
research and validation.

Grant Recipient: Residential Ratepaver Consortium

Docket No. Case Title UCRF UCRF Grant Balance Other financial
Grant No. Amt Awarded (12/31/2010) | support (matching
(as of funds, pro bono
12/31/2010) support, etc.)
U-15451-R MichCon 2008-09 GCR Recon 09-06 $27,270 $3,818 None reported
Case
Results Order 10/14/2010. Rejected the RRC’s proposed disallowance for the MGAT purchases but ordered that on
a going forward basis, these purchases will be made at the applicable MichCon City Gate price.
U-15452-R SEMCO 2008-09 GCR Recon 09-06 $27,270 $7,908 None reported
Case
Results Order 6/24/2010. Approved settlement agreement between the parties that increased the amount of

SEMCO’s filed GCR overrecovery by $84,667. This increases the credit to GCR customers for the
Company’s 2009-10 GCR costs, thereby reducing the GCR factor for 2009-10. RRC presented evidence
showing results of comprehensive audit of SEMCQO’s gas purchases in 2008-09 GCR period, the company’s
storage operation during 2008-09 winter period, SEMCO’s peaking service, and the company’s use of its firm
transportation and capacity release results. No disallowances were recommended for FPP because the
decisions were made in conformity with SEMCO’s MPSC approved gas purchasing guidelines. RRC
recommended three disallowances totaling $379,000 with respect to SEMCO’s failure to discharge its duty to
pursue and maximize capacity release credits.
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U-15450-R | MGU 2009 GCR Recon Case | 09-06 $27,270 $10,853 | None reported
Results Order 6/3/2010. Settlement agreement approved. No cost disallowances. Settlement agreement requires
MGUC to file additional information about its operations in future GCR Plan and GCR Reconciliation
proceedings. RRC presented evidence showing results of comprehensive audit of MGUC’s gas purchases in
2008-09 GCR period, storage operations during the 2008-09 winter period, peaking service, and use of firm
transportation. No disallowances were recommended for FPP because the decisions were made in conformity
with MGUC’s MPSC approved gas purchasing guidelines. RRC will use evidence to advocate changes in
FPP guidelines in the next GCR Plan case. MGUC’s implementation of RRC’s recommendation from prior
cases that it increase use of ANR SE and reduce use of Consumers for transporting gas in the summer and
that it maximize ANR SW and PEPL during the winter resulted in lower gas costs for GCR customers in the
2008-09 GCR period.
CECo 2008-09 GCR
U-15454-R Reconciliation 09-06 $27,270 $4,399 None reported.
Order 11/4/2010 Consumers Energy Company’s 2008-2009 GCR Reconciliation approved with no cost
Results disallowances.
U-15985 MichCon Rate Case 09-06 $27,270 $0 None reported
Results Orders 2/8/2010, 6/3/2010, 7/27/2010.
CECo 2008 PSCR Plan Recon
U-15415-R Case 09-06 $63,630 $30,779 None reported
Results Order 6/3/2010. Supported staff and AG proposal to disallow Rate E-1 expense and TPR expense from
PSCR customers. Expenses of $338,601 (TPR) and $3,033,463 (E-1) were added back into revenue.
Results in
$1,214,093.50 in interest expense that Consumers owes its customers
DECo 2008 PSCR Plan Recon
U-15417-R and PEM Recon Case 09-06 $63,630 $29,615 None reported
Results Order 7/1/2010. Approves PSCR plan reconciliation as modified. IAC adjustment recommended by RRC
not adopted.
U-15704 CECo 2009-10 GCR Plan 09-06 $27,270 $0 $1,998 pro bono
attorney hours.
Results Order 3/2/2010. Commission rejected RRC recommendations regarding planning for March Sales
requirements, projection of incremental requirements for Colder-Than-Normal weather, CECo’s peak day
estimate for March, CECo’s approach to making fixed price natural gas purchases (FPP) and CECo’s
contingency factor matrix. Commission adopted RRC’s recommendation that the GCR factor be changed to
reflect a $15 million reduction in projected gas costs.
U-16149 CECo 2010-11GCR Plan 10-01 $30,906 $2,929 $2,322 pro bono
attorney hours.
Results Orders 3/12/2010, 12/21/2010. Commission adopted RRC proposal to use an 11-year average for allocation
of monthly sales rather than the four-year average. Rejected RRC recommendations regarding Consumers’
fixed price purchasing programs. Rejected RRC’s recommendation that CECo change its late-season
purchasing practices to reduce costs to GCR customers.
CECo GCR Recon 2009/10 and
U-15704-R Pension, OPEB Recon Case 10-01 $27,270 $24,834 None reported
Results Order 3/2/2010. RRC challenged CECo’s contingency mechanism, estimates for requirements (normal

March, CTN, and peak day), and also provided recommendations to implement current fixed price
purchasing guidelines. Not adopted by Commission.
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U-16146

MichCon 2011 GCR Plan Case | 10-01 $29,088 $182 ‘ None reported

Results

Order 9/28/2010. Rejected the RRC’s recommendations for modifying MichCon’s FPP. Rejected the RRC’s
proposed modifications to MichCon’s GCR factor contingency mechanism. Adopted the RRC’s
recommendation that MichCon use a 15-year rolling average to forecast the Company’s demand
requirements. Ordered that MichCon shall prospectively price its MGAT purchases at the monthly city-gate
index price.

U-15701-R

MichCon 09/10 GCR Recon 10-01 $27,270 $24,725 None reported

Results

No orders issued in 2010.

U-16147

SEMCO 2010-11 GCR Plan
Case 10-01 $25,452 $3,563 None reported

Results

Order 9/14/2010. Settlement agreement approved. The agreement modifies the Company’s FPP program in
2011-12 GCR period by reducing FPP purchases, changes the company’s calculation of its Peak Day forecast
in the 2011-12 GCR period and revises SEMCO’s GCR factor contingency mechanism. RRC presented
evidence on SEMCO’s FPP program showing it has caused $66+ in excess gas costs for the GCR customers
since its inception and has not been effective in securing price stability. RRC recommended cessation of
SEMCO’s FPP program and suggested alternative purchasing methods that secure firm supply at lower cost.
Recommended alternative, simplified GCR factor contingency mechanism to protect against large GCR
underrecoveries. RRC analysis supports conclusion that the company’s peak day forecast is acceptable.
Presented evidence that shows SEMCQO’s changes to its storage withdrawl profile should be dropped.

U-15702-R

SEMCO 2010 GCR Recon | 10-01 ‘ $27,270 ‘ $25,197 ‘ None reported

Results

No orders issues in 2010.

U-16145

MGU 2010-11 GCR Plan Case | 10-01 ‘ $25,543 ‘ $1,873 ‘ None reported

Results

Order 9/14/2010. Partial settlement agreement approved. Created a moratorium on MGUC’s FPP. Secured a
commitment from MGUC to evaluate and consider implementing the RRC’s proposed modifications to the
company’s storage operations and its use of its firm pipeline transportation services.

U-15700-R

MGU 2010 GCR Recon | 10-01 ‘ $27,270 ‘ $25,216 ‘ None reported

Results

No orders issued in 2010.

GRANTEE: Michigan Environmental Council

UCRF Grant
Amt Awarded Other financial
(as amended support (matching
UCRF through Balance funds, pro bono
Docket No. Case Title Grant No. 12/31/2010) (12/31/2010) support, etc.)
U-14701- MEC v. CECo, MPSC, 09-01 $12,726 (grant $0 None reported
R/COA Michigan Power Itd funds combined
#287696 Partnership, ADA with U-15001-R)
Cogeneration Ltd Partnership,
Cadillac Renewable Energy,
LLC.
Results Unpublished decision 8/10/2010. Upheld MPSC decision regarding the proper allocation of Consumers

Energy Company’s sulfur dioxide allowances.
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U-15001-R 2007 CECo PSCR 09-01 $12,726 (grant $0 None reported
Reconciliation and other relief funds combined
re: pension and OEPB costs. with U-15001-R)

Results Order 3/2/2010. Filed Brief, Reply Brief, Reply to Exceptions supporting staff, AG, ALJ positions. ALJ

cited arguments by MEC/PIRGIM in support of $1.6 million disallowance for E-1 discounts.
MEC/PIRGIM supported the $4,267,294 rate adjustment proposed by the Attorney General for the cost of
replacement power attributable to the crane collapse at Campbell 3. CECo petition for rehearing was
denied.

U-15611 CECo Reconciliation of 09-02 $28,684 $0 None reported
nuclear power plant
decommissioning funds and
expenditures for the Big Rock
Point Nuclear Plant and for
related relief

Results Orders 2/8/2010, 4/27/2010 MPSC ordered Consumers Energy Company to refund to
customers approximately $86 million, including interest, in Big Rock Point Nuclear Power Plant
decommissioning funds within 18 months.

U-15645 CECo Rate Case | 09-02 \ $7,000 | $0 \ None reported

Results Orders 1/25/2010, 3/18/2010, 6/3/2010, 8/10/2010. Approved MEC/PIRGIM Petition for Rehearing.
Deducted $44 million DOE liability from Consumers’ rate base saving customers approximately $4
million. Also removed $519,510 interest cost from the cost of capital.

U-15675 CECo 2009 PSCR Plan Case | 09-04 \ $13,029 | $7,264 \ None reported

Results Order 1/25/2010. Authorizes PSCR factor and approves PP contract. MEC supported arguments by the
Attorney General on Consumers' demand forecast and coal purchasing credit policy. The Commission
rejected these arguments.

U-15677 DECo 2009 PSCR Plan Case | 09-04 \ $9,393 | $5,522 \ None reported

Results Order 1/25/2010. Approves settlement agreement.

U-16045 CECo 2010 PSCR Plan Case | 10-02 \ $53,530 | $0 \ None reported

Results No orders issued in 2010

U-16047 DECo 2010 PSCR Plan Case | 10-02 \ $8,080 | $3,644 \ None reported

Results Order 8/10/2010. Settlement agreement approved.

U-15676-R CECo 2009 PSCR Recon Case | 10-02 \ $18,180 | $1,434 \ None reported

Results No orders issued in 2010

U-15677-R DECo 2009 PSCR Recon Case | 10-02 \ $6,060 | $3,320 \ None reported

Results No orders issued in 2010.

U-16300 CECo RE Plan Recon Case | 10-02 \ $38,380 | $13,833 \ None reported

Results Nor orders issued in 2010.

U-16356 DECo RE Plan Recon Case | 10-02 \ $7,070 | $5,249 \ None reported

Results No orders issued in 2010

U-16536 CECo Wind Depreciation 10-02 $40,400 $40,400 None reported
Case

Results No orders issued in 2010.




Utility Consumer Representation Fund Annual Report

2010

U-16543 CECo RE Plan Amendment 10-02 $18,180 $18,180 None reported
Case
Results No orders issued in 2010
U-16191 CECo Rate Case 10-04 $37,561 $10,200 In-house legal
assistance by
Environmental Law
and Policy Center;
expert testimony on
one issue and
additional legal fees
supported by Natural
Resources Defense
Council
Results Orders 4/13/2010, 7/13/2010, 11/04/2010. Commission rejected arguments that Consumers' line losses
were excessive resulting in unreasonable power supply costs for the excess portion being passed on to
Consumers; and also rejected argument that Zeeland natural gas plant was more economic than smaller,
older coal units based on total costs to customer including capital costs. The Commission did not order a
dispatch study at this time. However, significant progress is being made on the dispatch of the natural gas
plant and coal units in recent power supply cases.
U-16412 CECo EO plan amendment 11-04 $10,100 $0 In-house legal
Case assistance and outside
expert fee support by
Environmental Law
and Policy Center
Results Order 12/2/2010. Commission rejected MEC argument that amended EO plan had to contain additional

cost-effective expenditures up to the statutory spending cap to replace power supply costs. Commission
granted partial relief on arguments that CE was likely over-projecting energy savings, refusing to postpone
the Company's biennial review and ordering it to incorporate market changes due to federal efficiency
requirements into its biennial review application. The Commission noted the Environmental Coalition’s
request that the Commission require investment in cost-effective fuel substitution. The Commission
declined to require investment at this time, but stated that it will continue taking steps to evaluate the cost-
effectiveness and

statutory suitability of fuel substitution technologies.

GRANTEE: Michigan Community Action Agency Association

UCRF
Grant Amt
Awarded
UCRF (as Balance Other financial support (matching
Docket No. Case Title Grant No. amended) (12/31/2010) funds, pro bono support, etc.)
U-15704 CECo 2010 GCR | 10-06 $2,909 $0 $594 pro bono
Plan

Results Order 3/2/2010. Opposed increase in the ceiling factor cap from an increase of $3.00 per MMBtu to $5.00

per MMBtu in the contingency mechanism. Supported by Commission. Recommended alternatives to or
review of 30-year weather normalization period for GCR planning purposes. Not supported by the
Commission. Opposed inclusion of a contingency mechanism as part of the GCR plan or, alternatively, a
streamlined mechanism. Not supported by Commission. Called for study of how to incorporate provisions
for avoiding purchasing gas during temporary price spikes. Not ordered by Commission.

10




Utility Consumer Representation Fund Annual Report 2010

U-15454-R

CECo 2008-09 10-06 $9,393 $0 $3,956
GCR Recon Case

Results

Order 11/4/2010. MCAAA argued that CECo purchased too much gas at too high a price from April
through July 2008 and recommended disallowance of $7,166,488 from the proposed underrecovery.
Disallowance rejected by Commission.

U-15986

CECo Rate Case | 10-06 $17,039 $0 None reported

Results

Order 5/17/2010. DOE liability should be included in Consumers’capital structure at a cost rate of 0%.
Supported by Commission. MCAAA opposed costs $4,075,000 associated with DOE letter of credit fees.
Supported by Commission and cost removed from cost of service. Requested the Commission establish an
external trust for the DOE liability funds. ALJ did not support because that was already ordered in another
case. MCAAA opposed UETM surcharge. Commission ruled UETM should not be approved.

U-15701

MichCon 2010 10-06 $17,039 $0 None reported
GCR Plan Case

Results

No order issued in 2010.

U-15451-R

MichCon 2008- 10-06
09 GCR Recon
Case

$12,524 $0 $8,907

Results

Order 10/14/2010. MCAAA Raised concern regarding purchases from affiliates. Argued for a $35 million
downward rate adjustment to correct for Mich Con’s forced purchases of gas at extremely high prices
during the 5 days at the end of June 2008. Not ordered by Commission. The grantee noted that “the
Commission (order, p.11) did state that ‘the city-gate index price is the appropriate price for MGAT supply
on a going forward basis.” This set a lower price on a prospective basis for these affiliated purchases
compared to the price Mich Con had been using.”

U-15985

MichCon Rate 10-06 $18,136 $0 $4,860
Case

Results

Orders 2/8/2010, 6/3/2010, 7/27/2010. Opposed transfer ownership of the Saginaw Bay Pipeline (SBPL)
from a wholly-owned Mich Con subsidiary to Mich Con (and treated as net utility plant in this case).
Proposed modification to UETM surcharge and process. Commission adopted 80/20 risk-sharing structure.
Supported staff proposal to add LIEEF expense. Adopted. Opposed company Lost Gas True-up
Mechanism proposal. Supported. MCAAA requested that the Commission fully investigate Mich Con’s
use of the last-infirst-out (LIFO) accounting method and establish a process leading to a transition from
LIFO accounting to either first-in-first-out (FIFO) or average accounting. ALJ/Commission rejected
proposal.

U-16146

MichCon 2011 10-07
GCR Plan Case

$47,117 $290 None reported

Results

Order 9/28/2010. Opposed VCA purchasing guidelines and presented alternatives and modifications. Not
supported by Commission. Opposed Mich Con’s proposal to include short-term financing costs as part of
the booked cost of gas because the appropriate forum for addressing such costs is a general rate case.
Commission supported position. MCAAA recommended discontinuing the contingent factor matrix in its
entirety and offered modifications if continued. Commission did not support position.

U-14401-

R/COA No.

282741

Appeal of 10-08 $1,818 $0 $432
MichCon 2006
GCR Recon Case

Results

Unpublished decision February 2, 2010. MichCon appealed the Michigan Public Service Commission’s
(PSC)

December 18, 2007 disallowance of $7,614,405 of expenses incurred by MichCon for natural gas
purchases during the twelve-month period ending March 31, 2006. MCAAA was an active party in that
case that supported the adjustment. Order was upheld.
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U-16400 MichCon Rate 11-03 $26,058 $7,878 None reported
Case
Results Order 12/13/2010. $51.1 million dollar rate case withdrawn. MCAAA filed extensive discovery request
U-16191 CECo Rate Case | 11-03 $4,545 $1,364 None reported
Results Orders 4/13/2010, 7/13/2010, 11/4/2010. Supported staff position to disallow DOE liability interest costs

0 $2,093,000 in its projected O&M expenses. The Staff disagreed with the inclusion because it is
inconsistent with the Commission’s order in Case No. U-15645, where the Commission directed the
company to establish a trust fund for DOE liability finding that the trust earnings will provide for recovery
of this expense. Commission supported the removal of the cost. MCAAA concurred with the Staff’s
recommendations regarding the guidelines for the Trust. MCAAA urged that the establishment of a trust
should not be delayed or reconsidered because of questions relating to Consumers’ Court of Claims case or
its current settlement discussions with the DOE. In addition, MCAAA stated that the Commission should
establish an ancillary process to consider the details of the trust implementation, including selection of a
trustee, the provision for a request for proposals, consideration of trust costs among alternative trustees, and
concerning all aspects of the trust governance and provisions of the trust. Commission agreed that DOE
liability should not be paid. The Commission reiterates that establishment of an external trust, as directed
in the November 2, order is the most reasonable and prudent course of action. Commission directs
Consumers to establish and fund an external trust for DOE liability within six months of the date of this
order, in accordance with the Staff’s proposed investment guidelines. The Commission further directs the
company to file a letter in this docket attesting to the establishment of the trust.

GRANTEE: Citizen’s Against Rate Excess

Docket No.

UCRF
Grant Amt
Awarded

UCRF (as
Grant No. amended)

Balance
(12/31/2010)

Other financial support (matching

Case Title funds, pro bono support, etc.)

U-16030

Alpena 2010
PSCR Plan Case | 10-09 $7,622 $0

None reported

Results

Order 5/17/2010. Settlement agreement approved. CARE examined the proposed 2010 plan with an
emphasis on the Capacity Charge Settlement Agreement with Consumers Energy Company in the amount
0f $799,000 per year. CARE also noted that Alpena also entered into a potentially risky call option
agreement with one of its customers to provide Alpena with additional firm capacity to meets its reserve
requirements. These matters were deferred to the 2010 reconciliation case. Therefore no adjustments were
made to the Plan case as presented.

U-15660-R

Alpena 2009 10-09 $3,515 $478
Reconciliation
Case

None reported

Results

Order 10/14/2010. Settlement agreement approved. Focus of this proceeding was on the Variable Energy
Payment Rate (VEPR) of which Consumers Energy coal costs represented a significant component of the
aggregate VEPR cost. For 2009, coal cost was an average of 91% of the total VEPR. Additionally it was
discovered that the company used the prime rate instead of their short term borrowing rate in their
calculations. A $35,000 adjustment was made and the case was settled.
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U-16044 Edison Sault 10-09 $4,561 $0 None reported
2010 PSCR Plan
Case

Results Order 3/2/2010. Settlement agreement approved.

None reported

U-16046 Indiana Michigan | 10-09 $29,462 $0
2010 Plan Case

Results Order 4/27/2010. Settlement agreement approved. The Company removed $225,094 of expenses from its
PSCR calculations. Most of these expenses were for dry cast storage which was improperly included in the
original application. Additionally, $157,851 was subtracted from the projected under-recovery. Once the
Company made these adjustments totaling $382,945, the case was settled.

U-15676-R Indiana Michigan | 10-09 $29,613 $5,682 None reported
2009 PSCR 11-02 $ 1,750 $ 48
Reconciliation
Case

Results Order 12/2/2010. Approved settlement agreement. Case was settled without any Staff or Intervenor
testimony being filed. The central unresolved issue revolved around the fact that the Cook Nuclear Plant
Unit 1 was out of service from Sept 20, 2008 to December 19, 2009, thus almost the complete year of
2009. Because it is a nuclear base load unit it is one of the cheapest units to run. Replacement energy was
very expensive. The unresolved question is whether ratepayers should pay for all of the higher energy cost
related to the outage. The parties agreed to defer this issue to the 2010 Reconciliation case when more
facts could be evaluated. Thus the matter was settled as originally filed and the Commission approved the
settlement on December 2, 2010.

U-16033 Northern States 10-09 $7,106 $0 None reported
Power
2010 Plan Case

Results Order 3/18/2010. Settlement agreement approved. In its original filing, the Company estimated that it
would begin the 2010 year with an under-recovery from 2009 in the amount of $68,029. After review of
this information by CARE’s expert witness, the number was adjusted to reflect an over-recovery of
$513,844, not an under-recovery. This adjustment resulted in a net savings for ratepayers in the amount of
$581,873 for the 2010 calendar year. The Company agreed and the case was settled and approved by the
Commission on March 18, 2010.

U-15633-R Northern States 10-09 $6,101 $175 None reported
Power
2009
Reconciliation
Case

Results No order issued in 2010.

U-16031 Upper Peninsula | 10-09 $8,120 $1,930 None reported
Power Company
2010 Plan Case

Results Order 4/13/2010. Settlement agreement approved. In its original filing, the Company estimated that it

would begin the 2010 year with an under-recovery from 2009 in the amount of $1,123,861. After review of
this information by CARE’s expert witness, the number was adjusted to reflect an under-recovery of only
$432,494. This adjustment resulted in a net savings for ratepayers in the amount of $691,367 for the 2010
calendar year. The Company agreed and the case was settled.
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U-16034 Wisconsin 10-09 $15,778 $0 None reported
Electric Power
Company
2010 Plan Case
Results Order 4/13/2010. Settlement agreement approved. It was decided to defer the issues in this case primarily
due to the fact that the Company had a general rate case pending (U-15981). In that rate case, interveners
and Staff had raised issues, the determination of which would impact the treatment and recovery of
WEPCO’s 2010 PSCR costs. To avoid litigating those same issues in the 2010 plan case and to avoid
possible incongruent determinations, the parties agreed to settle the case while expressly reserving the right
to raise any and all issues and positions in the 2010 PSCR reconciliation proceeding.
U-15661-R Upper Peninsula | 10-09 $11,020 $4,410 None reported
Power Company
2009
Reconciliation
Case
Results No order issued in 2010.
U-16044 Edison Sault 10-09 $4,561 $0 None reported
2010 PSCR Plan
Case
Results Order 3/2/2010. Settlement agreement approved. This case was short circuited due to the sale of the
Company to Cloverland Electric a rural electric cooperative. Therefore no parties filed testimony and the
case was settled. UCPB grantees are not legally permitted to intervene in electric co-op proceedings.
U-16032 Wisconsin Public | 10-09 $6,661 $0 None reported
Service Corp
2010 Plan Case
Results Order 3/18/2010. Settlement agreement approved. In its original filing, the Company estimated that it
would begin the 2010 year with zero over-recovery from 2009. After review of this information by
CARE’s expert witness, the number was adjusted to reflect an over-recovery of $361,037. This adjustment
resulted in a net savings for ratepayers for the 2010 calendar year. The Company agreed and the case was
settled and approved by the Commission on March 18, 2010.
None reported
U-15662-R Wisconsin Public | 10-09 $4,100 $835
Service Corp
2009
Reconciliation
Case
Results Order 12/21/2010. Settlement agreement approved. The main issue in this case was the issue of

replacement power costs incurred in connection with certain outages of the Company’s Weston Unit 4
during 2009. The outages of the Weston Unit 4 are those related to the excessive oxidation and exfoliation
within the boiler superheater and reheater. The outage is an issue that is currently being reviewed by the
Public Service Commission of Wisconsin. The parties agreed to settle this case and defer the issue of
replacement power costs associated with the outage of the Weston Unit 4 during 2009 to the Company’s
2010 PSCR reconciliation.
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U-15664-R Wisconsin 10-09 $17,210 $3,004 None reported
Electric Power
2009 PSCR
Recon Case
Results No order issued in 2010.
FERC - ER09- | Cost Allocation 10-10 $68,280 $21,817 None reported
1431 et al
Results This case involves the controversial MISO proposal to spread the costs of new transmission lines that carry

renewable energy from their source to the population centers. A billion dollar transmission line from North
Dakota to Chicago that brought wind energy to the Chicago market is an example of the type of “multi-
value project” that this cost allocation formula would apply to. The proposal spreads the costs over the
entire 12 state MISO region based on a usage based formula. Because Michigan ratepayers receive
approximately 20% of the MISO energy, its ratepayers would pay 20% of the costs of any new “multi-
value” transmission projects. Michigan ratepayers would ultimately pay these costs irrespective of the
fact that Michigan ratepayers would not benefit from them. These costs are expected to be enormous. One
estimate is that Michigan ratepayers will pay over $3 billion over the next 10 years if the MISO proposal as
submitted and approved by FERC in its December 2010 Order is not overturned. CARE and many
Michigan based utility companies have asked for a rehearing.

4. FINANCIAL REPORTING AND GRANT ADMINISTRATION

4.1 Calendar Year 2010 Remittances
The following information is compiled and provided by the Michigan Department of Energy Labor and
Growth (DELEG) for purposes of the Annual Report.

Public Act 304 of 1982 requires annual remittances to the Fund from any regulated utility company
serving at least 100,000 customers. The total size of the fund is set at $500,000 multiplied by a factor "set
by the Board at a level not to exceed the percentage increase in...The consumer price index for the Detroit
standard metropolitan statistical area...between January 1981 and January of the year in which the payment

is required to be made."

Since enactment of Act 304, total remittances have been as follows:

1982 $630,600 1997 $834,050
1983 $653,400 1998 $851,728
1984 $582,250 1999 $864,600
1985 $569,600 2000 $899,000
1986 $592,650 2001 $930,650
1987 $596,050 2002 $946,150
1988 $615,250 2003 $981,150
1989 $650,450 2004 $988,350
1990 $683,450 2005 $1,013,299
1991 $715,300 2006 $1,052,150
1992 $728,650 2007 $1,069,450
1993 $745,838 2008 $1,096,950
1994 $760,266 2009 $1,088,750
1995 $791,900 2010 $1,103,851
1996 $813,000
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Remittances due from the six utilities serving at least 100,000 customers are calculated from the proportion
of each "company's jurisdictional 1981 operating revenues...compared to the 1981 total operating revenues
of all energy utility companies" contributing to the fund. This proportion, initially calculated in 1982 and
recalculated in 1996, remains constant, and was applied to the six remitting utilities in the amounts shown
in the table below.

Source of Distribution of
Calendar Year 2010 Remittance Revenue Calendar year 2010 Revenue

Amount Amount
Utility Contributed Recipient Allocated
Consumers Energy $452,175 Attorney General (47.5%)  $ 524,329
Detroit Edison Co. 313,140 Intervenor Grants (47.5%) 524,329
MichCon Gas Co. 276,941 Administration (5%) 55.193
Aquila Networks-MGU 23,915 $1,103,851
SEMCO 26,941
Indiana Michigan Power 10,739
TOTAL $1,103,851

Letters were sent to each utility on 4/01/10 and all remittances were made by 09/2010.

In addition to the calendar year 2010 utility fees, interest was earned for the Fiscal Year ending 9/30/10.
This was allocated pro